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Abstract 
This dissertation analyzes the determinants of commercial bank profitability in Malaysia 
for the period 2006-2012. This dissertation also examines whether 2008 global financial 
crisis affects bank profitability in Malaysia. Since the sample comprises foreign and local 
banks, this dissertation also tests whether there is significant difference between foreign 
and local banks in the aspect of profitability, as generally, foreign banks have larger 
capital than that of local banks. From the fixed effect estimation analysis, the findings 
suggest that Malaysian banks with a larger capital and higher credit quality exhibit high 
profitability level. The findings also demonstrate that bank size has a negative 
relationship with bank profitability, implying that bigger banks have lower profits than 
that of small banks. The results also do not support that foreign banks are more profitable 
than that of local banks in the period studied. In the aspect of macroeconomics 
determinants, the results suggest that GDP is not the main determinant of Malaysian bank 
profitability, while on the contrary, inflation rate significantly impact bank profitability in 
Malaysia. Interestingly, this dissertation does not find conclusive evidence to support that 
the 2008 global financial crisis affects bank profitability in Malaysia.  
 
Keywords: macroeconomic variables, bank-specific variables, domestic and foreign commercial 
banks, panel data, return on asset, Malaysian banking sector 
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Abstrak 
Tesis ini menganalisis penentu keuntungan bank perdagangan di Malaysia bagi tempoh 
2006-2012. Tesis ini juga cuba meneliti sama ada krisis kewangan 2008 global memberi 
kesan kepada keuntungan bank di Malaysia. Sejak sampel terdiri daripada bank-bank 
asing dan tempatan, tesis ini juga menguji sama ada terdapat perbezaan yang signifikan di 
antara bank-bank asing dan tempatan dalam aspek keuntungan, sebagai amnya, bank-
bank asing mempunyai modal yang lebih besar daripada banks.From tempatan kesan 
analisis anggaran tetap, penemuan menunjukkan bahawa bank Malaysia yang mempunyai 
modal yang lebih besar dan kualiti kredit yang lebih tinggi mempamerkan tahap 
keuntungan yang tinggi. Dapatan kajian juga menunjukkan bahawa saiz bank mempunyai 
hubungan yang negatif dengan keuntungan bank, menunjukkan bahawa bank-bank yang 
lebih besar mempunyai keuntungan yang lebih rendah daripada itu keputusan banks.The 
kecil juga tidak menyokong bank-bank asing adalah lebih menguntungkan daripada yang 
bank-bank tempatan dalam tempoh yang dikaji. dalam aspek makroekonomi penentu, 
keputusan menunjukkan bahawa KDNK tidak adalah penentu utama keuntungan bank 
Malaysia, manakala sebaliknya, kadar inflasi ketara memberi kesan keuntungan bank di 
Malaysia. Menariknya, disertasi ini tidak menemui bukti yang kukuh untuk menyokong 
bahawa krisis kewangan global 2008 memberi kesan kepada keuntungan bank di 
Malaysia. 
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CHAPTER ONE: INTRODUCTION 
1.1 Background of study 
Banking sector plays an important role in the economy. The Governor of Central 
Bank of Malaysia, Dr. Zeti Akhtar Aziz in year 2012 highlights that banking institutions 
are the most influential financial intermediaries that help to improve economic operations 
and hence, generating economic growth. Over the past few years, banking sector around 
the world experienced a rapid changing due to the changes in the financial structure 
environment and economic conditions (Naceur et. al, 2011).  
Despite the increased trend toward bank disintermediation observed in many 
countries, the role of banks remains central in financing economic activity in general and 
different segments of the market in particular. A sound and profitable banking sector is 
better able to withstand negative shocks and contribute to the stability of the financial 
system. Therefore, the determinants of bank profitability have attracted the interest of 
academic research as well as of bank management, financial markets and bank 
supervisors. 
In Malaysia, banks are regarded as dominant financial institution thus, their health 
condition is crucial as it will give effect to the general health of the economy (Sufian, 
2009). As the asset of the bank is high, the bank profitability is also increased. Sufian 
(2009) stated Malaysian banks contribute more than 70 per cent of the total assets in the 
financial system. Commercial banks are considered as the leader of the Malaysian 
banking sector and main profitable banks (BNM Bulletin, 2013). This dissertation is 
solely focused on commercial banks due to its role as the country’s largest and most 
significant fund provider in the Malaysian banking system. Until 2012, commercial banks 
The contents of 
the thesis is for 
internal user 
only 
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Table 8 
OLS regression 
 
Table 9 
Fixed effect estimation 
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